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Change of Grantee

DIGEST: |, vLos Angeles County and Unfversity of Sauthern Cyll-
tornia (USC) jointly filed an appMcation for construc-
tion of Cancer Hnapital and Research Institute, Grant
from Natlonal Cencer Inatitute (NCI) was approved for
the Regearch Institute, which was to be operated by
USC, while the Hoapital was to e paid for and run by
tho County. Due to Fednaral secounting requirerments,
grant wges lssued golely to the County, which subyg-
quently decided not {o construct the Hoapital., Shenld
NCI “etermine that, as to the Research Institute, the
original joint epplication and a revized anplicotlon
proposed by USC arc comparabls vnd that thc nced for
the focility stil) ~xiats, PICL may "replace’ the County
with USC as the grantee and charge “he oviginel anpro-

‘ prigtiong, oven though they otherwise wcn.\lcl he conyid-

5 ered to have iapted, See Comp. Gen. cages elted.
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; Generally, when an original grantee cannol compleie the
{ wori contemplated and an alternate grontee 1 designated
! g~aequent to the explrntion of the period of uvailability
for .'.hugntion of the grant funds, award to the zlternate
mugt be treated as a new obligation and {8 not pioperly
chargeable to the eppropriaticn curreant ot the time the
c“iginnl grent waa made, Ap. crception {s authorizedin
instent case gince (1) Log Anaelcs County and University
of Southern Crlifcrnia jointly fled application snd grant
wag pwerded by National Cancer Institute (NC1) golely to
County only to comply with accounting requirement; that
thare he only one grantee; (&) NCI hna deterwined ¢ e
original need atill oxiets; and (3) before using thes i3,
NC1 will determine tsat it Yreplacement grant''y | .-
fill the same noeds and purpores and be of the seope w.
the orlginal apnlicution,
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Thig rdeclijion in in ~eapense to a restest (rom the Drector of the
Naticnal Institutes of Yrealth (MIH), Department of Heolih, Tducation, and
Welfare, for our opinion es fo whether moneys ohlipatoed in figecal year
1974 yor congtruction of the proposed L.os Anpeles County - Unlversity of
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Califtornis Cancer Hoapital and Reéweareh Initituie rematn available for
cons\vuction of just the Research lastitute ot the University of Southern
California (UUSC), notwithgtanding the fact that the period for obligation
of the fwads in guestion haa expired.

The fucta concerning this matter ave as follows. In lute 1972, /03
Angeles County and USC submltited « joint application for & grant under
section 400(b) ¢f the Public Health Servize Act, 42 U, 8, C. § 288b(b} to
cover a poriion of the cost of canstructing a single facility on Cousty
lend to houae both a hoapital and a cancer resesrch lastitiite. In the
zoplication it vas eaiimated that (he total project would coot approxi-
mately $368 milllon with 312 million sought from the Nationsl Cancer
Institute (NCI), a division of NIH, $06 million provided by USC, and the
remalning §.0 millon provided by the County. The grant funds which
wotld be provider) by INCI together with moncys furnished by USC wers
intended to covar the rosesvch portion of the facility occuplied by the
Inatitcte, whilc the County's portion was to have paid, in effect, for the
neneesearch hoapital coyponent,

The application indlented that USC wauld be rerponsible for the Re-
scarch Institute, which weould be headed by a scientist fivom USC who was
in charge of the Comproliensive Concer Research and Damonstretion
Center. "The heoad of 4a lastituie would alse gerve as project director
for conatructicn of the entire fucility. Moxyeoover, the Inatitute would be
staffed by USC investigatoes,

After the County/USC application wos reviewed by NCI and waga ap-
proved hy the Nationnl Cancer Advisory Board, « grant was awarded in
ihe smount of §6 nfllien. However, notwithstanding the joint nature of
the applieation, *he award was mude golely to the County because only
cne ingtitution could be ligled vw grantee for accounting reascns. Sub-
soquently, the full $12 million award was npproved {n April 1974. The
moaeys 50 obligated came from funds appropriated by Pub, I.. No, #3«
192, the Department of Henlth, Education, and Welfare Appropristion
fcty 1974 and woere available for obligation unti)l June 30, 1975,

Although the grant had already becn approved, congiruction was
delnyed becauge of problemas related to the proposed alte and the dasign
of the facility. During this period costa escalaled, until by January
1977 the County's shara had risen to gpproximately $40 millfon, while
the USC and NCI shares remained unchanged. The County officigls had
decided to fnclude the County's obligatics: as part of a general bond igsue
that had Lo bo approved by two-tninls of the County's voters. When the
bond 1gsue wag voted on, th ) neceasnry two-thirde requirement wag not
reached and aa a result the County became wnable to exrry on with ita
share of the overall congtrucilon projent.
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Thao sole isvue presented to us is whether in haaw circumstances
it would be legally permissible for NCI o approve a yeviged spplica-
tloa to be gubmitied by USC in wiich USC would be subsetituted us
grantee for the County, notwithstanding the fact thay the periad for
obligation ¢l these funds har expirad. In ihis regara 14 should ba
poluted out that before s change of grantss would be appyoved by NI,
USC's revised application would receive a thorough raview. Aftor an
initisl review by {he California State Nopartment of Hewlth the applica-
ticu will be evaluaied by NCI staff atdel by & team of consuitants mpde
up (o the exteit possible of the same incdividuals thut reviewad the arig-
inal applicatiorr. The purpoae of this review will be to determice thnt
the nvw application fulfilly the same needy and purposes wvd is of the
same scope as the oviginal application. It is the position of NIH that if
the revised applcation is determined to so fulfill the yame nards and
purposcs as the criginal application, the County's withdrewal ahould not
pravent the Regearvch Institute from heing constructad with tho funds
originally oblig \ted for this purpose. In this regard, the Director
statze in pertinent pyrt as follows:

"Asauming the original and reviged applications are
found to be comparable, it would be our view that fssuance
of sy awanrd to USC would juat conastitute a technical shift of
ihe grantoe deaignation fi-oin the Coumty to USC. As fizst
stubmitted the origingl application wes both from the County
and USC and only becnuse of Federal accounting requirements
was the origizal grant made oaly to the County. USC was
responaible for that portion (the research inatituty} of the
firsl proposal which will be encompaased by the revined
application. 'The origimal need for the research institute
cantinues to exist, "

Aa & goneal #ule, when o recipioni of an original grant is wnable
te impleinowt his grint as originally contemplated, and an alternnte:
grantee is sesignated subazopent to the oxpiration of the poriod of avail-
ability for oblyation of the grant funds, the sward to the sltornate yran-
teo must be trestied as a new obligutica cud i3 not properly chargeable
to the appronvisiion current at the time {he original grant was made,
Jee B-1840313(5}, June 15, 1876. Ap that oninicn states, thig result
follows pursusnt to section 1311 of the Suppiemental Appropriation Act,
19058, 31 U.8.C. § 200,

Thue, in B-134878, January 21, 10680, we considered the question
of whather an alternste granter degignuted to replace the original gren-
tse,. who hecame utable {0 impiement the gramt, could reesive the award

from the appropriation current at the time the original graat was approv-

ed or wheither the appropriation current at the time thr, grant wes made
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to the alternate is svailable. In our decision \ve advigad the Lrate
Depertment that the award to the gliercate graatee had to be recorded
ag an obligation against the appropriation current at the ime the geant
to the alternate grantee was exccuted. We explained our decizion ns
followas:

"The awarda here involved are made to individuals
bayed upon their peraonal qualifications. Whether the
award is considered an agreement or a grant, it is a
personal undertaking and where an slternate grantee is
sukstituted for the original rozipient, there s created an
entirely new and separate undertaking. The alternete
grantee is entitled to the award in his own right under
the new agreement or grant and not on vebalf of, on
account of, or as an agant of, the original grantec. It
aseems Clear that the award to an alternate gra:tee is
not a caatinuations of the agreement with, or grant to,
the original grantee execuied under a prior {iscal yeur
appropriation, but is a acw otligation, "

However, our Office has recognized, in soinewhat nnalogous cir-
cumstanyes exceptions to this general rule set forth above. Most
significently in B-147179, Decembher 28, 187/, we advised the
Attorney Genersl that the unexpended balance of grant funds origi-
nally awarded 10 the Uriversity of Wisconain could properly be vsed
to engoge Northwestern University in a new fiscal year to ccmplete
the unfinished piroject. Essentially, we took this position because the
designated project director had transferread from the Univorsity of
Wiaconain to Northweatern Univeraity and vias viewed as the anly per-
aun capable of comple the project. We also found that ths original
grant to the University of Wisconsin was made in response to & bona
fide need then exinting and that the n2ed for completing the project
cantinued to exist. Our decigion in that cnse analogizd the circum-
stances of that case to the situation invelving replacement contracts
cancerning which we take the tEtmition that the funde obligatod under a
coatract are, in the event of the contractor's default, avallable in a
subsequeat fiscal yoar "foe the purpose of engaging anothor coatractor
to compiete the urtinished work, provided a need for the work, supplies,
or sorvices exigted at the time of axecution of the original contract and
that it continued to exiat up to the time of execution of the replacement
contract.'” See 34 Comp. Gen. 239 (1054).

A subgsequent opinion to a Member nf Congresas, B-164031(6) June 25,
1876, supra, disapproved a proposed transfer of a loan guarantee and
interest subsidy from the Fort Pierce Memorial Houapital in Fort Plerc:,
Florida, to the Mount Singl Medical Conter iocated in Minmi, Florida,
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after the erpiration of the period o availability of the origineal fiscal
year vllotment from which the guarppiee for the Fort Plerce Hospital
had besn made. Since the hoapitats involved were located approxd -
mately 126 milun ppart and served different conmanities. we con-
cluded thgt the tranafer to Mount Sinal would not be a "r2placement”
in the seuse of a contisuaticn of the original guarantee and subaidy

to Fort Flerce. The Miami prejret, we held, "must be viewed s a
new and aeparate nndertaking, * % » *

Although we disupproved the proposal involved in that case for the
reagong stuted above, we acknowledged that ''it may be posgible in
certain aituntions to make an a\rard to an alternzte gravtee afier ox-
piration of the period of pvailability for obligatica where the alternate
award amauitta {0 a ‘replacement grant! and is subatantially identizal
in rsope ard purpose to the original grant. '

We Delleve that the present cane 18 & slear axan  le of just the type
of agituation contempluted in that decinicn where the alternate proposal
amcints to a replacement grant xrather than u new and' agparate under-
taking, First, the purpose of the inytant grant appears t2 be the seme
as the original grant, i e., to construct a cancer vcsearch facility in
the Los Angeles County area. Although the original facility that would
have been constructed would also have ircluded a hoapital, it is clear
that the 312 million grant feom NCI was intended, together with the
36 million {o be provided by USC, to covor the cost of constructing the
research portion of the facility. The nonyésearch hospital component,
which will not now be built, 7 as to be financed eatirely with County
funds. Also, since the research facility will be constructed at essen-
tially the same location as originally planned, albeit on land owned by
the University wather than the County located no mare than several hun-
dred yards away frem the oxigingl site, it will obviously serve preciasely
the same area thet would huve been served by the originally proposed
facility. Furthermore. as indicated in the submigeion so well au the
site visit report, the original atrong need for the fzcility in the Los
Angeles Coulty area continues to exist,

Moreover, and perhaps most significantly, the original epplication
thkat was gubmi*ted In 1072 wes filed jointly by both Los Angeles County
and USC. The applicatian hidicated that the University would boe respon-
sible for tho research institution which would be headed by a acientiat
from UsC who wonld alao nerve as project director for the eatire faclility,
and would be staffed by USC investigators. In fact, as noted above, only
because ol Federal accounting requirements was the original grant made
only to the County. Had btoth the County and USC been named na grantees,
the problem with which we are now faced might have heen resolved by a
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simple amendir.ent of the epproved grant epplication, See B-74254,
September 3, i8688, The Director states t it is NIH's view that if
the prouosals are coniparable, “issusnce of an award to USC would
just zonstitute a technical shift of the grantes designation from the
County to US{:,, " In this regard it should again ba polnted out that

NC I will, prica: to deciding whether to mske this award to USC, care-
fully review (JSC's applicat! m to assure \ignlf that the two applications
fulfill the sgme needs and purposes and are of the same scope.

Ancordingly, sheorild NCI ultimately decide that the original and
revised applications are comparzble and that the need still erista, we
would have no ohjectisn to its approving the change in grantee from .03
Angeles County to USC and charging the awar d to the original approyrin-
tion,

Peut g, Dembl1ng

For the Camptroller General
of the United States






